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AUDITOR'S  REPORT 


To  the  Board  of  Directors  of  the 

Alberta  Resources  Railway  Corporation 


I  have  examined  the  balance  sheet  of  the  Alberta  Resources  Railway 
Corporation  as  at  December  31,  1985  and  the  statements  of  revenue, 
expenditure  and  sinking  fund  earnings  and  changes  in  financial  position  for 
the  year  then  ended.    My  examination  was  made  in  accordance  with  generally 
accepted  auditing  standards,  and  accordingly  included  such  tests  and  other 
procedures  as  I  considered  necessary  in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial 
position  of  the  Corporation  as  at  December  31,  1985  and  the  results  of  its 
operations  and  the  changes  in  its  financial  position  for  the  year  then  ended 
in  accordance  with  the  disclosed  basis  of  accounting,  considered  appropriate 
in  the  circumstances,  as  described  in  Note  2  to  the  financial  statements 
applied  on  a  basis  consistent  with  that  of  the  preceding  year. 


C.A. 

Auditor  General 


Edmonton,  Alberta 
April  11,  1986 


ALBERTA  RESOURCES  RAILWAY  CORPORATION 


BALANCE  SHEET 
AS  AT  DECEMBER  31,  1985 


1985  1984 

ASSETS 


Current: 


Cash 

$  1,319,763 

$  830,372 

Accounts  receivable 

243,464 

188,040 

Due  from  the  Province  of  Alberta  (Net) 

1,594,348 

2,134,971 

3,157,575 

3,153,383 

Railway,  at  cost    (Note  3) 

105,176,907 

104,340,753 

Less:    Accumulated  writedown 

55,985,259 

46,258,751 

49,191,648 

58,082,002 

$  52,349,223    $  61,235,385 


LIABILITIES  AND  DEFICIT 


Current: 
Accounts  payable 

Accrued  interest  payable    (Note  4) 
Note  payable  to  Provincial  Treasurer 


(Note  5) 


Net  long-term  debt  (Schedule  1  and  Note  6) 
Deficit    (Note  5) 


874,975 
2,282,600 
354,136 

3,511,711 
49,191,648 
(354,136) 


38,026 
2,480,887 
988,606 

3,507,519 
58,082,002 
(354,136) 


$  52,349,223    $  61,235,385 


The  accompanying  notes  are  part 
of  these  financial  statements. 


ALBERTA  RESOURCES  RAILWAY  CORPORATION 
STATEMENT  OF  REVENUE,  EXPENDITURE  AND  SINKING  FUND  EARNINGS 


FOR  THE  YEAR  ENDED  DECEMBER  31,  1985 


1985  1984 

Revenue: 

Tonnage  rental  $  2,901,755  $  4,007,269 

Interest  75,402  137,292 

Lease  revenue  44,090  50,635 

Train  crew  rest  house  rental  14,388  14,388 

Miscellaneous   405   30 

3,036,040  4,209,614 

Expenditure: 

Interest  on  capital  borrowings  9,848,128  10,398,772 

Writedown  of  fixed  assets  9,741,924  7,802,460 

Directors'  fees  and  expenses  33,694  33,652 

Professional  fees  15,057  21,767 

Miscellaneous  3,414   433 

19,642,217  18,257,084 

Operating  loss  before  extraordinary  item  16,606,177  14,047,470 

Extraordinary  item: 

Grande  Prairie  project  costs  written  off   -  988,606 

Operating  loss  16,606,177  15,036,076 

Sinking  fund  earnings  6,821,550  5,622,171 

Excess  of  operating  loss  over  sinking  fund 

earnings  9,784,627  9,413,905 

Contribution  by  the  Province  of  Alberta    (Note  5)  9,784,627  9,059,769 

Deficit  for  the  year  $  $  354,136 


ALBERTA  RESOURCES  RAILWAY  CORPORATION 


STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1985 

1985  1984 


Cash  was  provided  from: 

Contribution  by  the  Province  of  Alberta  $  9,784,627  $  9,059,769 
Decrease  (increase)  in  amount  due  from  the 

Province  of  Alberta  540,623  (657,896) 

Increase  in  current  liabilities  4,192  136,143 

Proceeds  from  disposal  of  fixed  assets   -   2 ,273 

10,329,442  8,540,289 

Cash  was  appl ied  to: 

Operating  loss  16,606,177  15,036,076 
Deduct  non-cash  items: 

Writedown  of  fixed  assets  9,741,924  7,802,460 

Grande  Prairie  project  costs  written  off   -  988,606 

Cash  applied  to  operations  6,864,253  6,245,010 

Additions  to  fixed  assets  851,570  113,758 

Increase  (decrease)  in  accounts  receivable  55,424  (192,148) 

Contribution  to  the  sinking  fund  2,068,804  2,068,804 

9,840,051  8,235,424 


Net  increase  in  cash 


$  489,391 


$  304,865 


ALBERTA  RESOURCES  RAILWAY  CORPORATION 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
DECEMBER  31,  1985 


Note  1  Authority 

The  Alberta  Resources  Railway  Corporation  operates  under  the 
authority  of  the  Alberta  Resources  Railway  Corporation  Act,  Chapter 
A-36,  Revised  Statutes  of  Alberta  1980. 


Note  2     Significant  Accounting  Policies  and  Reporting  Practices 

(  i)  These  financial  statements  have  been  prepared  in  accordance 
with  generally  accepted  accounting  principles  except  as 
fol lows: 

(a)  Debentures  repayable  at  six  months  notice  and  certain 
demand  notes  payable  have  been  classified  as  long-term  as 
it  is  anticipated  that  in  the  event  that  the  holders 
exercise  their  option  during  the  ensuing  year,  the 
payments  in  excess  of  sinking  fund  coverage  will  be  made 
from  the  proceeds  of  refinancing. 

(b)  Additions  to  the  railway  are  recorded  on  the  balance  sheet 
at  original  cost  and  are  fully  written  down  in  the  year  of 
acquisition.  Railway  costs  incurred  prior  to  1979,  all  of 
which  were  funded  by  long-term  debt,  are  written  down  each 
year  to  a  value  equal  to  outstanding  long-term  debt  less 
sinking  fund  assets. 

(c)  Bonds  and  bond  coupons  and  residuals  are  carried  at 
adjusted  cost  which  includes  deferred  unamortized 
realized  gains  and  losses. 

Realized  gains  and  losses  on  disposals  of  these 
investments  are  considered  to  be  an  adjustment  of  future 
portfolio  yield  and  are  deferred  and  amortized  on  a 
straight  line  basis  over  the  lesser  of  the  remaining  term 
to  maturity  of  the  investment  disposed  of  or  ten  years. 

(ii)  Other  significant  accounting  policies  are  as  follows: 

The  cost  of  investments  includes  the  amount  of  applicable 
amortization  of  discount  or  premium  using  the  straight  line 
method  over  the  life  of  the  investments. 

The  cost  of  investments  disposed  of  is  determined  on  the 
average  cost  basis. 


-  2  - 


Note  3  Railway 

Under  the  terms  of  an  agreement  dated  October  1,  1965  between  the 
Corporation  and  the  Canadian  National  Railway  Company,  the  Company 
has  completed  construction  of  a  railway  on  behalf  of  the 
Corporation.    The  agreement  further  provides  for  the  lease  of  the 
railway  by  the  Company  with  an  option  to  purchase.    The  purchase 
price  under  the  purchase  option  amounted  to  $159,264,192  as  at 
December  31,  1985  (1984  $155,544,280)  calculated  in  accordance  with 
the  agreement. 


Note  4     Accrued  Interest  Payable 

Accrued  interest  payable  does  not  include  $1,024,351  (1984 
$1,033,571)  payable  to  the  Provincial  Treasurer,  deducted  from  the 
amount  due  from  the  Province  of  Alberta. 


Note  5     Contribution  by  the  Province  of  Alberta 

The  contribution  has  been  made  out  of  a  supply  vote  of  the 
Department  of  Transportation. 

An  amount  has  been  included  in  the  1986/87  supply  vote  to  enable 
the  Corporation's  deficit  brought  forward  from  1984  to  be 
eliminated  in  1986,  and  the  note  payable  to  the  Provincial 
Treasurer  for  $354,136  to  be  retired. 


Note  6     Long-Term  Debt 

(a)  The  long-term  debt  of  the  Corporation  not  held  by  the 
Provincial  Treasurer  is  fully  guaranteed  by  the  Province  of 
Al berta. 

(b)  Debentures  amounting  to  $25,000,000  held  by  the  Canada  Pension 
Plan  Investment  Fund  are  redeemable  at  the  option  of  the 
Minister  of  Finance  of  Canada  by  giving  six  months  notice  in 
writing  to  the  Provincial  Treasurer  and  observing  the  other 
redemption  provisions  of  the  debentures. 


Note  7     Administration  Costs 

Salaries  of  Treasury  Department  staff,  accommodation  and  other 
overhead  costs  incurred  in  the  administration  of  the  Corporation 
have  been  borne  by  the  Province  of  Alberta  and  are  not  reflected  in 
these  financial  statements. 
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Note  8     Contingent  Gain 

The  Corporation  has  a  two- thirds  claim  on  the  proceeds  less  costs 
of  a  future  disposition  of  12.98  acres  of  land  situated  in  the 
centre  of  Grande  Prairie  following  development  of  the  land  by  the 
City  of  Grande  Prairie.    Costs  comprise  all  amounts  expended  by  the 
City  of  Grande  Prairie  in  purchasing,  developing,  improving  and 
selling  or  otherwise  disposing  of  the  land.    The  timing  of  the 
development  is  uncertain  and  may  not  take  place  in  the  short  or 
medi  urn  term. 

Any  amount  due  to  the  Corporation  as  a  result  of  a  disposition  of 
the  land  will  be  credited  to  revenue  in  the  year  of  disposition. 


Note  9     Comparative  Figures 

The  1984  figures  have  been  reclassified  where  necessary  to  conform 
to  1985  presentation. 


Note  10    Approval  of  Financial  Statements 

These  financial  statements  have  been  approved  by  management. 


Schedule  1 


Date  of  Issue 


Debentures  held  by  the  Canada 

Pension  Plan  Investment  Fund 

Oct.  1,  1973 

Nov.  1,  1973 

Dec.  3,  1973 

Jan.  2,  1974 

Feb.  1,  1974 


Debenture  held  by  Alberta  Municipal  Final 
Jul.  15,  1977 

Debenture  held  by  the  Provincial  Treasur 
Jul.  31,  1980 

Note  held  by  Treasury  Branches: 
Mar.    1,  1974 

Notes  held  by  the  Provincial  Treasurer; 
Various 

Total  1985 


Total  1984 


Sinking  Fund 

Assets 
(Schedule  2) 


$  3,002,297 
3,217,451 
2,830,393 
1,519,215 
3,117,264 

13,686,620 

13,686,620 

10,949,296 

13,686,620 

2,239,368 
$54,248,524 

$45,358,170 


Net  Long- 
Term  Debt 


$  2,481,703 
2,659,549 
2,339,607 
1,255,785 
2,576,736 

11,313,380 

11,313,380 

9,050,704 

11,313,380 

6,200,804 
$49,191,648 

$58,082,002 
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Schedule  2 


Investments: 
Bonds: 

Government  of  Canada,  direct 
Provincial ,  direct  (a) 
Provincial,  guaranteed  (a) 
Corporate 

Bond  coupons  and  residuals: 
Government  of  Canada,  direct 

Deferred  unamortized  realized  gains  le 

Total 

Other  assets:  (b) 
Cash 

Accrued  interest  receivable 
Total 

Total  assets 


1984 


Book  Value 


$17,211,619 
698,114 
1,193,328 
1,125,000 


20,115,867 
(527,059) 
39,816,869 

4,648,862 
892,439 
5,541,301 
$45,358,170 


Market  Value 


$18,623,400 
648,700 
1,140,400 
1,306,100 


19,263,100 

40,981,700 

4,648,862 
892,439 
5,541,301 
$46,523,001 


The  net  increase  in  sinking  fund  assets  id  as  follows 


Contribution  to  the  sinking  fund 
Sinking  fund  earnings 


(a)  Contains  no  Province  of  Alberta  iss 

(b)  Market  value  is  deemed  to  be  book  v 
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